IN THE UNITED S8TATES DISTRICT COURT
¥OR THE MIDDLE DISTRICT-OF TENNESSEE,
NASHVILLE IIVISION

SENTINEL TRUST COMPANY,
Danny N. Batos, Clifton T. Bates,

"Howard K. Cochran, Bmdley 8. Lancasu-.rr
and Gary L. O*Brien

)
)
)
3 . -
)+ Civil Action No.:
. e
; | ; ' S ) 3.04-0836

)

)
)
)

- KEVIN P. LAVENDER, Tenneaseo Commismmer

of Financia} Insttations JUDGE NEXON

EOR'INQ UWNCTIVE RELIEF

Defendant Commissionsr not yot having flled an answer to the Complaint, Plalntiff"s amend
their camplaint as authorized by Rule 15(a), F.R.C.P., by incatporating heteln all paagrapbs and
peayers thereof, emending It only by insexting the following paragraph between Prragraphs 23 and
24 theroof;

Bu  As oseblished by the Compleint, it wes aervell ypon the Antornsy-Genaral, Defendent
Commiasicner’s sttomey, before the complaint was actuslly filed. As a conasguenoa of such pre-
 filidg scrvice and subscquent asrvico of the Complaint ind Summaons UPeR Defsadant, tha exid
Defondant is tharge with nctusl knowjedgs of the truth of sach of the allsgations in tha oomplaint .
that 1, In fact, Irrefuteble. 1t follows from theso Facts and fom the additional faots allsged below
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that—
() Anyons having competeat knowledge of the banking bsiness should insrantly
- rocogaizs the effects of the cﬁmpounding fector as allspad hereln (aupra, T 12, 17), and
should have been aware, from & comrpetent examination of Sendnal's books, that Sdndncl
oach month creditad cach bond-fund soeoumt with the interost carmed on the basis of the.
proper inferest rate and the exact amonnt of caxh owned by sugh fund. Yeu Plalnriffs must
- recogpixa the possibility that the Defendant Commissioner and hix stzff may have lucked
such barie knowlsdgs aad fadled to ke the obvious factisl Asterminatiops AB 10 e tmc
stats of Plnlndﬂ' Corporation's accounts. They failed © discern the obvious fast that
Sentinel's “aocoutta recelvable” from defulted bend iasues within its fiductary nooounting
vastly c@vmuwd the armount of money Scntins] had advanced, In iti ﬁducdnry capacity, on
te securdty of the. aasote subject to bond liens within exch, dafanlted insue. Such lack of
~ knowlsdgs and failure gnalytically to examine Sentinul'a acoowats ik the least npmhznsibln
" explanation for sctiony of Dofendent and his taff traadng e lishility s body of olalmn
" which constitutad an uut of Benfincl In its fiduciary cupacuty. '

()  However, from and aftor servioe of the Complatnt, Dﬁf-ndmt Comlssionar has
besn chargod with certain knowlndge that the maximum gt of possible ovemts! chah

| .\Ihonlg: representsd by the nppxoxlmamly $7.25 million “ecoounts reocivable” wig pad
romaina §3,167, 17300nomnnd.ﬁarMucn31 2004, even If no part of the "secounts
recalvable” shall ever be collnotcd. and thar & large portion of this deficlency ix nad has
beon coverod by fos charged on Sentinel’s books in amounts totaling about 52.6 million
But for which no cheoks to Sentinal bave been printed, §imple honesty—and the intogrity
demandod of evary public offictal—mposed upon Defsadant Commisdonor personallythe
dutyto confixmm these facts by requiring & comparison of the month-to-month differencea
in balances of each bond issus’s cash accouar, and the negadve balances of oach averdrawn
defanited bond issue, and by requiring examination of the computer registry of chooks
awaitiag printing. Hance, ha is chargeabio witli knowlcdge of the falsicy of the wssumpticos
upon which he actod, inssthuch gy large portions of the accounts recaivable showld be
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considered collectable because of Sentinel's preferred position aa & securud creditor under
oach bond indenture, even though the precise dogree of collectibility onmot bo kntwn with
certainty,

() Rapozu"mnde by Defendant Commmissionet 10 the Lawis Coungy Chanoery Court
provc that the following "accouns reczivable” have been callected by his rocaiver, sisply
by mnnnulng the collecrion activities underway under Plaintiffs’ dkecdon befora Beizure!

Jaffetson Co., AR 1,100,000.00 502,236.60

loa Co., AL 840,000.00 583,909.98

Thrxant Co,, TX 1,620,000.00 871,480.98
Wezbiagton Co., MS | 149,179.29 159.179.29 -
TowlA/R receipts = = .~ . © 2,116,806.83 pedoiitim

*Total mopeys collectad in the foregoing Rcoounts amonat to About-§3,719,179.29 ia -

ingreasas in tho so-callsd “pooled fund” account, No reports have besn providad to igdicsts
if Scatinel’s foo schodules are being prdpez]y applied by Defendant'a rocclver. If they are,

substantlal increases in fess and moathly averdraft charges would mduce furthey the
 curront cash Lishility t tust secount. | ' |

. (iv)  Suchoallections g0 to reduce the $3,167,178.00 temporary cash “shoriags” within
the Accounts Recelvable to $1,050,371,15, because the compounding amounts of overdrait
foes noluded In suck collsctions cannot be classificd a3 profits 1o the bond funds vatl al
cxpenditures on hahalf of all defwvltad funds ihall have bean aollectad m'ti?s fullost extent
poseible,

(v)  Withthe romaining shortage of §1,050,371,15, for cesh-flow pusposes, being more
than covered by Sentlnal's unpald'fn: in excess of $2.6 million, thefe rerainy o basls
upon which Defendant Catamiasioner can hoaestly insist that there {s oven an appeatince
of Insolvensy in Sentinal's own cash in relation to ks sbility to mesk all obligations xs they
bacome Aua in the oxdinary course of business, the tost of indclvency under Tennesses law.
Ths insolvancy a1 all times was thar of boxd issuers, not of Sentinel.

(vi) In addition to such cash in hand, there i3 cumendy sdvertised on the Intamot &
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considered collectable because of Sentinel's proferred positton ae secumd creditor uader
each bond indentute, even though the precise dagree of coll:ctibihry cannot bo kntiwn with
centainty,

() Reports made by Defendant Commmissioniot 10 tha Lawls Couiry Chanoery Court
pmva that t’ue following "aséouses receivable™ have been callected by his recolver, aimpily
by :onnnuinq the collection activities underway under Plaintiffs’ dlrectlm before seizure:

Jaffetwon Co, AR 1,100,000.00 502,236.60
Loo Co., AL 840,000.00 583,909.98
Trrrant Co,, TX 1,620,000.00 871,480.98
Wazlsington Co. MS | 199,179.29 15.179.29 -

Towml A/Rreceipts . = .~ .  2,116,806.88 ceboimum

‘Total mopeye callected in the fomgtxinz'lcommﬁ amount to About.§3,719,175.29 ia -

ingreases in tho so-caliad pooledtund" accoust, No roports have baan providad to iddicse
if Scntinel’s foo schodules are baing pmpeﬂy upplied by Defendant's rocalver. If they e,

substantial Increases in fess and monthly overdraft charges would mduce furthey the
_-current cagh liability tw ust sccounts. ' | ’ ‘

" fiv)  Suchoalleotions g0 to reduce the $3,167,178.00 temporary cash “shoriags” within
the Accotmts Recelveble ta $1,050,371,15, becavss the compounding amounts of overdraft
fees includad L such collections cannot be classificd s profits to the bond funds uatil all
cxpenditures an bnhllf of &ll defawltad funds ihall have been collectad m-ths fullost extent
poralble,

(v)  Withthe remaining shorage of §1,050:371,15, for cesh-flow pusposes, being more
than covered by Sentlsal's unpald'fns in sxcess of $2.6 million. there remaiay no hasis
upon which Defendznt Cotmiasioner can horestly insist that there Is oven an appaantice
of insalvenay in Sentinel’s own oash in relation to ts ability to meer all obligations as they
bazome Aue in the ondinary coprse of business, the tost of inolvensy under Tennosses law.
The insolvancy &t ll times waa ther of boud issners, not of Sentinal.

(v) In addition to such cash in hand, there js cumendy advertised on the Intamot &
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facility of Lyford Cove Ammd Living ?ucility &t F1, Pierce, Fla. (reocntly appradsed At
5$2.9 million), for sale-in Q; 11 bankruptcy proceodings on November 1, 2004, whxch

Fopraseats a pmbnhlo recavery &f inother Overdraft Accaunt Rocamh]e (P, Plerce, FL) v

of $308,399,87, and another muoh ferility is advertised for sals in Chapter 11 proceedings
in Hernando Co., Flarida (recently appraised at $2.0 sillion), reprasenting n fucther
potential xecovery of that account's Overdraft Account Receivable of §739,358.12, each
xubject to Bankaiptey Court epproval, The two of thase may totally wipe out the tiegative
. eccivables Account, and ghould reduce the nagative balance 0 far Jess thin $1-million.
Desplre tids, it is alleped, upon information and bellef, Defandant’ s recedyes offered to sall
- Defendant's bullding in" Hohenwald, Teanessee, to the Cotnty Mayor of Lawis County,
" ‘Tennsgase, for $1.7 millian, in which the County evinced no interest

“(vll) Now, as of Ottober 15,2004, Defendan has causod paid Plaintff Coxporstcn’s

 bullitng g1 25 West Matn Strret, Hohanwald, Tonnessen to be listed forsals with arealtar,

[

2 “For Bale” sign having been placed on the property om that date by Shirley Zeitlin ’

(vii) By mush sctions, when Seatine] is nos even arguably imsolvext in lght of e
continuation of its colrse of assct xecoverics in liguidation subsequant to tho Defendant

Commhuunet‘s unlawful satzure of Plaintlff's tosinoss atd properties, end the adequacy
- of e unpald focs of aver §2.6 million t cover any sasumed shortags, seid Defendant
Commisgloner has evinced »' dotsrmination to totally destroy Sonrisel and ita business

despite the sbaence of any bona fide public interest in, or lsgel dght of, the Sato of
Tennessec in achieving such destruction and wuch toral dmogard of Plalntiffy’
constitutiopel nghtl u nllegod boteln,

Nashvilic, Terneasse 37201-1693
(615) 234-8801
Attornsy forPlainiffs
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DECLARATION

. Danny N. Batex, Plaintiff hatedn, declares, wider the panalties of pegjury, that the facty stated in the
 foregoing amended complaiat g0 krus except for those allaged upon information aud belief, as o

which be which he belleves to bt frus on the basis of informarion recetved by kim fozn within the

county gevemment of Lewls County, Teanosses, agd except far allagarians of law, which bs has

'bean advised and belisves 1o be true, ,
© Dats: Qctober I‘ZL}DZOM ‘ W

Danny X. Bates, Decjarant

Certificato of Service

It {5 bereby certified that mm tis October 17, 2004, = copy of the forogoing pleadiag hay been fax- .
wanazalitod and mailed to the offices of JANBT M. KLEINFELTER, R8Q., Seriar Cotmsel, Financial
Division, Astorney-Guneral of Teanwsste, 425 Fifth Avegus, North, Nastvills, Tennsssse 37243,




